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India’s Third Five Year Plan 


On July 6, the Government of India Planning Com- 
mission published a draft outline of the Third Five 
Year Plan, covering the period from April 1961 to 
March 1966. The entire cost of the plan will be 
Rs 112.5 billion, of which Rs 72.5 billion will be for 
the public sector and Rs 40 billion for the private 
sector. The outline is intended to serve as a basis for 
consideration by Parliament, the State Legislatures, 
and all sections of public opinion, as well as to assist 
the Central Ministries and State Governments in formu- 
lating detailed proposals for the final version of the 
Third Plan to be submitted to Parliament early in 1961. 
Thus all estimates in the outline are tentative and 
subject to review in the next few months, in the light 
of further discussions and comment. 

The broad aims of the Third Plan are to secure 
during the next five-year period an annual increase of 
more than 5 per cent in the national income, with a 
pattern of investment designed to sustain this rate of 
Plans; to achieve self- 
sufficiency in foodgrains and to increase agricultural 
production for meeting the requirements of industry 
as well as exports; to expand such basic industries as 


growth during subsequent 


steel, fuel, and power, and to establish machine-building 
capacity so that the requirements of further industrial- 
ization can be met within a period of ten years or so 
mainly from the country’s own resources; to utilize 
to the fullest extent possible the manpower resources 
of the country and to ensure a substantial expansion 
in employment opportunities; and to bring about a 
reduction of the inequalities in income and wealth and 
a more even distribution of economic power. 

The total amount of expenditure envisaged for the 
public sector includes an investment of Rs 62 billion 
and a current outlay of Rs 10.5 billion; it may be 
compared with an estimated total expenditure of 
approximately Rs 46 billion during the period of the 
Second Five Year Plan. The draft outline allocates 
57 per cent of all public sector expenditure to indus- 
try, mining, power, transport, and communicatiors, 
compared with 60 per cent in the Second Plan; 23 per 
cent to agriculture, community development, and irri- 
gation, compared with 21 per cent in the Second Plan; 
17 per cent to social services, compared with 19 per 


cent in the Second Plan; and 3 per cent to miscellane- 
Ous projects. It aims at increasing the rate of investment 
from 11 per cent to 14 per cent of national income, 
and the rate of saving from 8 per cent to 11 per cent 
of national income. 

With the increased emphasis on food production, 
the target for which is placed at 100-105 million tons 
of foodgrains per annum by the end of the Plan 
period, compared with 75 million tons anticipated 
in 1960-61, the production of nitrogenous fertilizer is 
to be increased from 210,000 tons of nitrogen and 
70,000 tons of phosphatic fertilizer to 1 million tons 
and 400,000-500,000 tons, respectively. The revised 
capacity target for the steel industry has been fixed at 
10.2 million tons of ingots (and 1.5 million tons of 
pig iron), against a Second Plan target of 4.3 mil- 
lion tons of finished steel in 1960-61 and a likely output 
of only about 3 million tons. The coal target is 97 mil- 
lion tons, compared with a Second Plan target of 
60 million tons and a likely output of 53 million tons. 
The draft outline envisages an increase in total electric 
power generating capacity from 5.8 million kw. to 
11.8 million kw. The target for output of cotton cloth 
is placed at 9.3 billion yards in 1965-66, compared 
with 7.6 billion yards expected in 1960-61. Consider- 
able expansion of other chemicals and petroleum, and 
large-scale mining of uranium, are also envisaged, as 
well as the creation of additional employment for 
13.5 million persons. 


The financing of the outlay of Rs 72.5 billion in 


the public sector is estimated as follows (in billions 


of rupees): balance from revenues on the basis of 
existing taxation, 3.5; contribution of the Railways on 
the existing basis, 1.5; surpluses of other public enter- 
prises on the existing basis, 4.4; loans from the pub- 
lic, 8.5; small savings, 5.5; provident funds, betterment 
levies, steel equalization fund, and miscellaneous capital 
receipts, 5.1; additional taxation, including measures 
to increase the surpluses of public enterprises, 16.5; 
budgetary receipts corresponding to external assist- 
ance, 22.0; and deficit financing, 5.5, compared with 
11.75 during the Second Plan. 

In addition to the Rs 22 billion (US$4.62 billion) 
of external financial assistance required for the public 
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sector, and excluding U.S. commodity assistance under 
Public Law 480 estimated at Rs 6 billion ($1.26 bil- 
lion), India will require Rs 3 billion ($0.63 billion) in 
foreign exchange for the private sector and Rs 5 bil- 


IFC Investment in Argentina and Italy 
Investment in Argentina 

The International Finance 
announced on July 8 a commitment to invest 
US$3,660,000 in Acindar Industria Argentina de 
Aceros, S.A., of Santa Fe Province, Argentina, to help 
finance a program for modernizing facilities and in- 
creasing production of a wide range of rolled steel 
products, wire and wire products, and galvanized and 
black pipe. The company’s production at present 
accounts for about 45 per cent of the total output of 
Argentina’s primary steel producing and converting 
companies. 


Corporation (IFC) 


The total cost of the expansion program is estimated 
at the equivalent of US$22,349,000. The financing will 
be as follows: Export-Import Bank of Washington, 
$5,645,000 (see this News Survey, Vol. XII, p. 379); 
IFC investment, $3,660,000; sale of additional shares, 
$3,640,000; suppliers’ and other credits, $4,315,000; 
funds from company operations, $5,089,000. The IFC 
investment will be in unsecured dollar notes bearing 
10 per cent interest payable in dollars and maturing 
between 1965 and 1970. The notes will be convertible 
into 8 per cent participating preferred shares at any 
time after July 1963. 

IFC’s commitment is subject to completion of the 
necessary legal formalities. 

Investment in Italy 

The IFC announced on July 13 a commitment to 
invest US$960,000 (repayable half in U.S. dollars and 
half in Italian lire) in Magrini Meridionale S.p.A., which 
is establishing a new plant for the manufacture of elec- 
trical equipment in the developing area of Southern 
Italy. This company is a subsidiary of Magrini S.p.A. 
of Bergamo, Italy, which over the past 50 years has 
become one of Italy’s leading producers of electric 
switchgear and control apparatus. 

The total cost of the new project is estimated at the 
equivalent of US$3.5 million. This includes $960,000 
equivalent of equity capital from the parent company, 
$960,000 equivalent from IFC, and up to $1,560,0C0 
equivalent as a loan from the Istituto per lo Sviluppo 
Economico dell’Italia Meridionale (ISVEIMER), a 
regional industrial credit bank for the development of 
the South. 

IFC’s investment will be in income notes, half in 
U.S. dollars and half in Italian lire, maturing between 
1976 and 1979, carrying no fixed interest. IFC will 
receive in lire 6 per cent interest contingent on profits, 
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lion ($1.05 billion) for repayment of external debt 

and interest due. 

Source: The Times of India, Bombay, India, July 6, 
1960. 


and additional payments related to profits. IFC has 
the right to convert the notes into common stock. 
The IFC commitment is subject to completion of 
the necessary legal formalities. 
Sources: International Finance Corporation, Press 
Releases, Washington, D.C., July 8 and 
13, 1960. 


Cessation of Import Restrictions for Balance of Payments Reasons 
Under the provisions of the General Agreement on 
Tariffs and Trade, contracting parties are permitted to 
apply restrictions on imports for the purpose of safe- 
guarding their balance of payments and monetary 
reserves. During June and early July, it was announced 
that the Governments of the Federation of Malaya, of 
Ghana, of France, of Sweden, and of the Federation 
of Rhodesia and Nyasaland had notified the Con- 
TRACTING PARTizs that they are no longer applying 
import restrictions for this purpose. 
Sources: GATT Press Releases, Geneva, Switzerland, 
June 8, 15, and 27 and July 7, 1960. 


GATT Membership for Portqual and Spain 

At the concluding meeting of the 16th Session of 
the General Agreement on Tariffs and Trade on 
June 4, it was decided to admit the Governments of 
Portgual and Spain as full participants in the sessions 
of the CONTRACTING Parties and of their subsidiary 
bodies, pending their full accession to the Agreement. 
Source: GATT Press Release, Geneva, Switzerland, 

June 8, 1960. 


Europe 


Sterling Exchange Rate 

Sterling has been in good demand in the exchange 
markets during recent weeks; on July 6, it closed at 
slightly less than $2.80 '%4,, the highest point since 
early May. The demand came both from the Continent, 
particularly Paris, and from New ‘York. As would be 
expected, with the highest bank rate in either Europe 
or North America and with a treasury bill rate that 
yields 1% per cent more than the New York rate even 
after allowance for the cost of covering the exchange 
risk on the forward market, London is benefiting from 
a significant inflow of short-term investment funds. 
The first inflow was in the two days following the rise 
of the bank rate to 6 per cent (see this News Survey, 
Vol. XII, p. 405); as the end of the half year ap- 
proached, the inflow ceased, but it has subsequently 
resumed. 
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Although the recent strength of sterling can be 
explained largely by the attractions of a 6 per cent 
bank rate, the persistent rise in gold reserves over the 
past five months merits a wider explanation. Higher 
interest rates may have played an important role, but 
their influence was more in leading to a shift in the 
timing of payments for both imports and exports than 
in attracting so-called “hot money.” Before the increase 
from 4 per cent to 5 per cent in the bank rate in Janu- 
ary (see this News Survey, Vol. XII, p. 230), London 
was a comparatively cheap borrowing center; not only 
were payments due to British exporters being delayed, 
but overseas traders and industrialists were beginning 
to borrow more in London. The result was that the 
payments figures tended to show a far worse picture 
than was justified by the actual movement of goods. 
When the bank rate was increased to 5 per cent, these 
operations began to be reversed. It became dearer to 
borrow in London, and the “leads and lags” in pay- 
ments started to move in favor of the United Kingdom. 
Payments were made more promptly, and a certain 
amount of industrial short-term borrowing was switched 
to other centers. Since these changes usually take a 
few months to develop, both sterling and the gold 
reserves may have been gaining in recent months from 
the “leads and lags.” 


Source: The Times, London, England, July 7, 1960. 


U.K. Steel Expansion 

The British Iron and Steel Board has reported that 
an increase in British steel capacity to at least 32 mil- 
lion tons annually by 1965 appears possible. The Board 
indicated that capacity, currently 25.5 million tons, 
is expected to reach 29 million tons in 1962. Invest- 
ment in the iron and steel industry will be substantially 
higher in 1960 than in either 1958 or 1959. The capital 
cost of the new proposals submitted to the Board 
in 1960 is estimated at £200 million, of which £140 mil- 
lion is accounted for by two strip-mill schemes. The 
Board observes that new steelmaking techniques should 
lead to a saving in capital costs per ton of capacity. 
Production in 1959 totaled 20,190,000 tons, about 
5 per cent higher than in 1958. Operations rose from 
75 per cent of capacity in the first quarter of 1959 
to 95 per cent by the end of the year. 


Source: The Times, London, England, June 24, 1960. 


French Prepayments to Export-Import Bank 

The Republic of France has prepaid to the Export- 
Import Bank of Washington approximately $24 million 
covering installments on two World War II recon- 
struction loans not due until 1962, 1963, and 1964. 
In addition, France paid at the same time regular install- 
ments due on the two loans, making a total of $58.8 mil- 
lion remitted to Eximbank in principal and interest. 
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In announcing the French transaction, the President 
of the Export-Import Bank said, “This is the second 
time the Republic of France has made prepayments 
on these loans, and they are true reflections of France’s 
growing economic strength. The Board of Directors of 
Eximbank wish to compliment those in France respon- 
sible for such significant actions.” 

The Export-Import Bank, acting as agent for the 
International Cooperation Administration, also has 
collected from France $3.8 million in regular payments 
due on Marshall Plan loans. 

Source The 
Press 


1960. 


Credit Policy in Sweden 

The Government of Sweden has approved a request 
from the Board of the Riksbank that the Banking 
Inspectorate, in consultation with the Riksbank, shall 
be asked to carry out a detailed examination of the 
causes of the increase in bank lending. In its request, 
the Riksbank notes that it is clear that the expansion 
in business activity has been accompanied by an in- 
crease in credit demand which cannot be held back 
by a rise in interest rates. The raising of liquidity ratios 
and measures reducing the liquidity of commercial 
banks can be effective only to the extent that banks 
adjust their lending policy to fit the recommended 
Vol. XII, p. 19). This 
has not been done. At the end of May, six banks, in- 
cluding three of the five largest, were in default of the 
recommended ratios. To judge how best to limit com- 
mercial bank credit in accordance with the economic 
policy directives established by Parliament, the Riks- 
bank is anxious to form an idea of the steps the banks 
have taken to check the increase in lending and to 
know the reason why these measures have not had the 
desired result despite the banks’ acceptance of the 
objective 


Bank 
Washington, 


Export-Import 
Release, 


of Washington, 
D.C., July 5, 


ratios (see this News Survey, 


lo this end, it is desirable to obtain a more 
detailed picture of the obligations of the various banks 
and the changes which have occurred in these obli- 
gations. 

Outlining the background of this request, the Riks- 
bank recalls that since the middle of 1959 credit policy 
has been determined with a view to avoiding the risk of 
allowing the recovery from recession to go too far and 
to spill over into renewed overstrain. Restriction on 
bank lending has been an essential part of this policy. 
In May 1959, the Riksbank drew the attention of the 
commercial banks to the fact that the changed situation 
did not justify continuance of the rise in credit at the 
same pace as in 1958. In June 1959, the recommended 
liquidity ratios were raised, and in the fall, when it 
became clear that a phase of marked expansion had set 
in, the Riksbank issued repeated warnings against the 
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continuing rise in credit. The introduction of a general 
sales tax at that time, however, made it difficult to 
assess the credit trend with complete accuracy. Early 
in 1960, the authorities took steps to restrict bank 
lending. In January, the discount rate was raised from 
4% per cent to 5 per cent and the recommended 
liquidity ratios were again increased (see this News 
Survey. Vol. XII, p. 224). The issue of the govern- 
ment loan in March and April (see this News Survey, 
Vol. XII, p. 303) substantially reduced the liquid assets 
of the banks, thereby laying a sound foundation for 
the restraint which both the commercial banks and the 
Riksbank agreed was desirable. Despite these moves, 
bank lending continued to expand. The increase in 
credit, excluding loans for housebuilding, totaled 
SKr 835 million in the 12 months ended in May 1959. 
In the 12-month period to November 1959, the increase 
was SKr 1,238 million, to February 1960, SKr 1,278 mil- 
lion, and to May 1960, SKr 1,452 million. The rise in 
credit had therefore steadily gained momentum. 
Stockholm, 
1960. 


Sources Svenska Dagbladet, 


June 23 and july 1, 


Sweden, 


Swedish-Norwegian Power Project 

The Swedish and Norwegian authorities have ap- 
proved a plan for building a 380,000-volt power line 
across the border from Borgvik, in the Swedish province 
of Varmland, to Skjeberg, near Sarpsborg in Norway. 
With its completion Sweden, Norway, Finland, and 
Denmark will be joined in one of the world’s largest 
power grids, with a total capacity of 20 million kilo- 
watts. 

The new line is scheduled for completion by July 1, 
1963 and will have a capacity of 400,000 kilowatts. It 
will facilitate Swedish deliveries of power to Norway 
during the summer; during the winter, the large Nor- 
wegian reservoirs will make possible deliveries in the 
opposite direction. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, July 8, 1960. 


Annual Report of Bank of Portugal 

The Annual Report of the Bank of Portugal states 
that, despite unfavorable weather condtions in 1959 
which reduced agricultural production well below out- 
put in 1958, the 1959 increase in the gross national 
product exceeded the 2 per cent rise realized in !958 
The harvest of cereals was 20 per cent lower than 
in 1958, and the wheat crop was about two thirds of 
that in 1958. Extraordinary imports of potatoes were 
required in order to meet domestic requirements. The 
wine harvest also was poor, both in volume and in 
quality. The fish catch, particularly of cod, did not 
reach the level of previous years, and mining and 
building activity remained stagnant. However, the in- 
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dustrial sector expanded at a rate estimated at 5 per 
cent; considerable gains were made in electricity, food 
processing, beverages, textiles, paper, and chemicals. 
Services also expanded during the year. 

During the first 11 months of 1959, government 
expenditure was 11 per cent more than in the same 
period of 1958, owing largely to the operation of the 
Second Development Plan, which covers the six years 
1959-64. Despite this increase, a budget surplus was 
achieved, reflecting, as in previous years, a rise in 
government revenue. 

The money supply increased during 1959 by 7 per 
ceni, sight deposits in commercial banks rising by 
nearly 10 per cent and currency in circulation by 3 per 
cent. Time deposits in banks also increased substan- 
tially, and there was an increase in the velocity of 
circulation as measured by bank clearings, which were 
9 per cent above clearings in 1958. 

The principal expansionary factors were a 12 per 
cent increase in commercial bank credit and an increase 
of 2 per cent in the gold and foreign exchange reserves 
of the Bank of Portugal; at the end of the year, reserves 
amounted to $808 million. 

Both the turnover in the stock market and the amount 
of new issues increased markedly; the level of stock 
prices decreased slightly. 

There was a general rise of between 4 and 5 per cent 
in wages, but retail prices rose by no more than | per 
cent. According to the Report, this price stability was 
due to the increase in production, the continued budget 
equilibrium, and the price stabilization policies pursued 
by the Government. 

The net inflow of foreign exchange in 1959 was 
caused by the over-all balance of payments surplus of 
the escudo area; this surplus amounted to Esc 1,145 mil- 
lion (US$40 million), compared with Esc 1,180 million 
($41 million) in 1958 and Esc 175 million ($6 mil- 
lion) in 1957. The 1959 surplus was due mainly to a 
surplus on invisibles on current account and a net 
inflow of capital. On trade account, Metropolitan Por- 
tugal had a deficit of Esc 5,763 million ($200 million), 
which was only partially offset by a trade surplus of 
Esc 490 million ($17 million) with the Overseas 
Territories. 


Source: Banco de Portugal, Relatério do Conselho de 


Administragdo, Geréncia de 1959, Lisbon, 


Portugal, 1960. 


German Steel Industry 

The West German steel works, including those of 
the Saar, are now fully employed. Generally speaking, 
they have not exhausted every possibility of raising 
production, since this would involve an increase in 
costs. About 95 per cent of maximum theoretical capac- 
ity is being utilized, with, of course, variations between 
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plants and between products. Orders on hand at present 
amount to between 6 million and 6.5 million tons— 
about | million tons more than at the beginning of 
the year and about the same as for the three months 
March-May. New orders received in May were not 
quite as high as in March, but they were about the 
same as in April, when they amounted to about 1.9 mil- 
lion tons, of which some 10 per cent represented orders 
from abroad. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, June 21, 1960. 


Middle East 
Central Banking in Libya 


In an article published in the Bankers’ Magazine, 
Mr. A. G. Chandavarkar, formerly Economic Adviser 
to the National Bank of Libya, states that the experi- 
ence of Libya since the establishment of the National 
Bank shows that the 100 per cent currency reserve, 
which was incorporated in the Libyan central banking 
law at a time when it was felt to be important to 
inspire confidence in a new currency in a financially 
immature and war-ravaged economy, provides no in- 
trinsic safeguard against inflation. The prevalence of 
inflationary pressures in Libya in recent years, evi- 
denced among other things by a persistent rise in gross 
currency circulation and prices, illustrates a basic con- 
straint on the powers of the National Bank, which 
cannot curb the increase in money supply so long as 
the public can tender to the Bank the amount of foreign 
assets required to obtain increased supplies of Libyan 
currency. Similarly, the deflationary impact of a deficit 
on external account would be aggravated by a con- 
traction of money supply, required by adherence to 
the 100 per cent reserve principle, to a degree unwar- 
ranted by internal requirements. The practical signifi- 
cance of this argument is diminished for Libya, because 
in such an agricultural economy there is little scope 
for raising real income through monetary-fiscal policy. 
But the financing of domestic relief work projects, in 
the event of drought or falling export prices, would also 
be precluded in the absence of the central bank pre- 
rogative to create purchasing power. These drawbacks 
of the 100 per cent reserve system have so far been 
obscured in Libya by the availability of foreign aid, 
but the original justification for this system has now 
lost much of its significance, and Mr. Chandavarkar 
states that there is a pressing need for a discretionary 
monetary policy in Libya. 

Libyan experience, Mr. Chandavarkar believes, has 
illustrated the desirability and possibility of combining 
central and commercial banking in an economy where 
there are no indigenous banks. The commercial banking 
business of the National Bank is not differentiated in 


its organization from its central bank operations. There 
are both a common Board of Directors and, to some 
extent, a common staff. This combination of functions 
has not hampered good relations with, or control over, 
commercial banks in Libya, where there are eight 
foreign banks, three Italian, two British, one French, 
one Jordanian, and one Egyptian. An important purpose 
of this combination is to act as an exemplar of sound 
banking in a country where most bank credit is unse- 
cured by any tangible security. 

Source: The Bankers’ Magazine, London, England, 

June 1960. 


Pakistan's Second Five-Year Development Plan 

Pakistan’s Second Five-Year Development Plan, as 
approved, will involve expenditure of PRs 19 billion, 
of which PRs 11 billion is to come from Pakistan’s own 
resources and the remainder from external sources. 
Expenditure of PRs 9.75 billion will be made in the 
public sector, PRs 3.25 billion in the semipublic sector, 
and PRs 6 billion in the private sector. Of the 
PRs 3.25 billion of expenditure in the semipublic 
sector, PRs 1.75 billion will come from the Govern- 
ment and PRs 1.5 billion from private loans and 
resources of semipublic corporations. The total expendi- 
ture of PRs 19 billion compares with PRs 10.8 billion 
estimated for the First Five-Year Plan; and government 
expenditure of PRs 11.5 billion estimated in the Second 
Plan compares with actual expenditure of only 
PRs 5.95 billion during the First Plan. 

The Second Plan anticipates that national income 
will increase by 20 per cent, which, after allowance is 
made for the population increase, will mean a 10 per 
cent increase in per capita income. Self-sufficiency in 
food is expected as a result of a 20 per cent increase 
in production of foodgrains. Industrial production will 
be raised by 50 per cent. Furthermore, it is estimated 
that Pakistan’s balance of payments position will im- 
prove by about PRs 450 million at the same time that 
imports of industrial raw materials and spare parts of 
machinery will increase substantially. 

Source: Middle East Economic Digest, London, Eng- 
land, July 1, 1960. 


Pakistan's Import Policy 

Pakistan’s import policy announced for the six 
months July 1-December 31, 1960 is the most liberal 
policy since the open general license was abolished in 
1952. A list of 28 items has been scheduled for auto- 
matic licensing in the same way as drugs and medicines. 
These items include industrial raw materials and goods 
of vital consumer interest. Industrial items on the list 
include iron and steel, metals, explosives, rubber, and 
lubricants; agricultural items include tractors and spare 
parts, seeds, and nylon twine; consumer items include 
books, laboratory, scientific, and surgical equipment, 
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tires, and vehicle spare parts. For East Pakistan, 

cement, limestone, soda ash, and motor rickshaws are 

added. Modifications have also been made to the 

existing license list of 200 items, 12 luxury items being 

removed altogether. 

Source: Middle East Economic Digest, London, Eng- 
land, July 1, 1960. 


Far East 


Canada’s Aid to Ceylon 
Canada’s contribution toward Ceylon’s economic 
development in 1959-60 will be $2 million, thus bring- 
ing Canada’s total contribution under the Colombo 
Plan to more than $16.4 million. The 1959-60 pro- 
gram includes the following projects: wheat flour grant 
($1,000,000), aerial survey ($600,000), 
power equipment ($325,000), and airport equipment 
($75,000). In addition, Canada will continue its 
program of technical cooperation, which was valued 
at $1.45 million up to the end of 1959. 
Source News 


resources 


Ceylon 
1960. 


Colombo, Ceylon, June 30, 


Financing of Rubber Replanting in Thailand 

The Thai Cabinet has approved a bill to set up a 
fund to assist rubber planters in changing from the 
present rubber trees to higher yielding new trees. The 
bill calls for a cess on rubber exports. For smoked 
sheet exports, the cess will be 0.50 baht per kilogram 
when the rubber price does not exceed 10 baht per 
kilogram; if the price rises above this level, the cess 
may be increased by one tenth of the difference between 
10 baht and the higher price. (As of June 22, 1960, 
the Bangkok average price for RSS I rubber was 14.65 
baht per kilo.) The same cess, with possible varia- 
tions within certain limits, is applicable also to other 
forms of rubber exports 

Of the proceeds derived from the cess, 5 per cent 
will be used for research, 5 per cent for administrative 
expenses, and the remainder for repianting purposes 
Owners of large estates will be allocated 5 per cent 
of this remainder, medium plantations will receive 
20 per cent, and small holders, 75 per cent 
Source: The Bangkok Post, Bangkok, 

June 22, 1960 


Thailand, 


Economic Situation in Viet-Nam 
Recent developments in Viet-Nam 
possibility of an improvement in exports and a sub- 


stantial growth of the textile industry in 1960. During 


point to the 


the first two months of the year, exports were the 
equivalent of US$11.6 million, nearly twice as high as 
Rice and rubber 
exports accounted for 94 per cent of total shipments 


during the comparable 1959 period 


During 1959, rice exports reached 241,000 metric tons, 
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valued at $2.2 million, and rubber exports amounted 
to 73,443 metric tons, valued at $45.7 million. Total 
exports for the year were $75 million. An increase in 
1960 is expected not only because of larger rice and 
rubber exports, but also because of increased ship- 
ments of such items as quick-frozen shrimp, glass, 
ceramic sand, sea salt, fish, duck eggs, and dried ducks. 

A drop in imports is expected in 1960 as a result 
of a decrease in U.S. aid. During the fiscal year end- 
ing June 30, 1960, imports financed with ICA aid are 
estimated at $161 million, a decline of 12 per cent 
from the value ($182.9 million) of such imports in 
1959. Viet-Nam is expected to offset part of this 
decrease by using some of its own foreign exchange 
to finance the import of most of the commodities which 
on November 1, 1959 were made ineligible for ICA 
financing. 

A major effort is being made to expand the textile 
industry, which has 7,600 spindles in operation. This 
number will be raised to 40,800 by the end of 1960 
when two factories being built in the Saigon area are 
completed, and it will probably be increased to 60,800 
in 1961. Other industrial ventures which are being 
actively promoted include two pharmaceutical fac- 
tories, a pencil manufacturing plant, a ball-point pen 
firm, a paper mill, and a glass factory. Most of these 
new activities feature participation by private foreign 
investors—U.S., French, and Italian. 

Attention is also being given to development of the 
A 151-kilometer highway link- 
ing Ninh Hoa on the east coast and the Darlac Plateau 
The U.S 
Development Loan Fund approved in June a $9.7 mil- 
lion loan to the Government of Viet-Nam for purchas- 


transportation system. 


area will facilitate settkement of the latter. 


ing diese! locomotives and railway cars for the govern- 
ment-owned 688-mile railway line between Saigon and 
Dong Ha; this line, which had been damaged by the 
hostilities prior to 
August 1959 


1954, was restored to service in 
Sources Fund, Press Release, 
June 3, 1960, and Department of Commerce, 
Foreign Commerce Weekly, June 27, 1960, 
Washington, D.C 


Development Loan 


Exchange System of China (Taiwan) 

The Foreign Exchange and Trade Control Commis- 
sion of China (Taiwan) announced that effective July 1, 
1960 the foreign exchange certificate system will be 
applied to all imports and outward remittances includ- 
ing those of the Government and those financed by 
U.S. aid. 
for all exports and inward remittances. The official 


Foreign exchange certificates will be issued 


exchange rate remains unchanged. 
Since August 10, 1959, the official rate has been 
NT$36.08 buying, and NT$36.38 selling, per U.S. 
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dollar. All exporters and other recipients of inward 
remittances have been required to surrender their total 
exchange proceeds and then have been allowed to 
choose between settlement in cash at the official rate 
and acceptance of an exchange certificate which is 
negotiable in a free market. However, since May 26, 
1960, the Bank of Taiwan has been authorized, for the 
convenience of the seller, to purchase from tourists 
and recipients of inward remittances foreign exchange 
at the free market rate for certificates (see this News 
Survey, Vol. XII, pp. 384-85). In recent months, the 
exchange certificate rate has remained stable at about 
NT$40.00 per U.S. dollar. Importers and others 
(except government organizations) making outward 
exchange remittances have acquired exchange through 
the surrender of an exchange certificate purchased in 
the free market. Government organizations 
obtained exchange at the official selling rate. 

Source: The Central Daily News, Taipei, Taiwan, 

July 3, 1960. 


have 


Wholesale Prices in Korea 

The Seoul wholesale price index averaged 106.9 
(July-December 1959 = 100) for the first five months 
of 1960, remaining well below the ceiling of 125 which 
is regarded as a condition for the continued mainte- 
nance of the official exchange rate of 650 hwan per 
U.S. dollar. 

During the five-month period, the index for food- 
grains rose sharply while prices of commodities other 
than grains remained fairly stable. The increase in 
foodgrain prices was attributable largely to seasonal 
factors, the expectation of a large volume of rice 
exports to Japan, and an interruption of transportation 
caused by the April revolution. 

Source: The Korean Republic, Seoul, Korea, June 24, 
1960. 


United States 
U.S. Employment 


Employment in the United States rose by 1.4 million 
from mid-May to mid-June, to 68.6 million. Most of 
the increase (1 million) was in agricultural employ- 
ment. Changes in nonfarm employment were mainly 
seasonal, except in the steel industry where layoffs were 
reported for the fourth successive month. 

Unemployment rose to 4.4 million, an increase of 
| million, or more than the usual seasonal increase 
from May to June. As a result, the seasonally adjusted 
rate of unemployment in June was 5.5 per cent of the 
labor force, compared with 4.9 per cent in the previous 
month. Of the June increase, 80 per cent comprised 
persons under 20 years of age and 10 per cent, persons 
20-24 years old. Long-term unemployment (15 weeks 


or more) declined seasonally, by 100,000, from May 
to June. The increase in the unemployed in June is 
attributed mainly to the unusually large influx of teen- 
agers—2.2 million—into the labor force. The survey 
week was also later this June than in previous years, 
with the result that more young people were already 
out of school and in the labor market. 
Source: Department of Labor, Monthly Report on the 
Labor Force, Washington, D.C., June 1960. 


U.S. Sugar Quota 

Under a new law, President Eisenhower on July 6 
reduced the quota for 1960 sugar imports from Cuba 
by more than 20 per cent. Of the total Cuban quota 
of 3,119,655 tons, three fourths had been certified for 
entry into the United States at the time of the Presi- 
dential order. The quota reduction amounts to 700,000 
tons, leaving about 40,000 tons in the quota for the 
remainder of the year 1960. The resulting shortfall in 
U.S. sugar supplies will be made up by raising the 
quotas for U.S. domestic and other sugar producers. 
The Journal of Commerce, New York, N.Y.., 
July 7, 1960. 


Source 


Latin America 


Regulation of Investment Companies in Chile 
The formation of investment companies in Chile 
that would receive funds from investors in order to buy 
and hold shares in joint stock companies is regulated 
by Decree-Law 324. The initial capital of such invest- 
ment companies must be not less than 100 minimum 
legal salaries, i.e., at present 69,000 escudos. During 
the first month, the companies must have at least 30 
members; by the end of the first six months, the number 
must have been increased to 200. The companies may 
not invest more than 10 per cent of their assets in any 
single company, and they are not allowed to invest in 
other investment companies. At least 50 per cent of 
each company’s total assets must be invested in joint 
stock companies constituted in Chile and whose shares 
are quoted on the stock exchange. Capital gains will 
be considered as increased capital, not as income, and 
dividends paid will be exempt from second category 
income tax. 
Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, May 21, 
1960. 


Other Countries 


Australian Overseas Trade 

In the fiscal year ended June, Australian overseas 
trade resulted in a small surplus of £A 13 million, a 
little less than in the year ended June 30, 1959. Exports 
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rose in 1959-60 by £A 133 million, to £A 942 million. 
The trade balance, which was strongly in favor of 
Australia in the first half of the fiscal year, began to 
weaken early in 1960 as progressive relaxations allowed 
imports to expand. Following the virtual abolition of re- 
strictions in February (see this News Survey, Vol. XII, 
pp. 275-76), imports have increased to an annual 
rate of about £A 1,100 million. Consequently, trade 
deficits were recorded in each month of the June 
quarter, and present prospects are for a fairly substan- 
tial trade deficit in the fiscal year 1960-61. Much will 
depend on whether the present heavy flow of imports 
is a temporary rush prompted by the removal of con- 
trols or whether it will be maintained until domestic 
demand can be checked through monetary and budg- 
etary measures. 
in a strong position. 


Australia’s international reserves are 
During 1959-60, the Reserve 
Bank’s overseas funds rose moderately, and total re- 
serves are probably about £A 530 million, apart from 
drawing rights with the International Monetary Fund. 
London, 


Source: The Financial Times, 


July 7, 1960. 


England, 


Australian Wool Sales 

Wool prices in Australian markets, which had weak- 
ened slightly during May, tended to firm in the early 
part of June but eased again toward the end of the 
month. Values for most descriptions of wool at the 
end of June were little changed from those a month 
earlier but slightly higher than in June 1959. Auctions 
will be held in several Australian cities in the first part 
of July. This will be the first time that wool sales will 
have been conducted in each calendar month. 
National Bank of Australasia, Wool Letter, 
Melbourne, Australia, June 25, 1960. 


Source 


New Zealand Tariff Policy 

New Zealand’s Minister of Finance announced on 
April 26 that the Government would introduce this 
year “a measure of tariff protection to ensure New 


Zealand industry reasonable 


higher tariffs are 


protection.” He said 
since New Zealand is 
pledged under the General Agreement on Tariffs and 
Trade not to impose import controls except to protect 
overseas funds. 


necessary 


The Minister said a complete tariff 

revision is not possible this year but a start would be 

made for industries needing protection. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., June 27, 1960. 


Record Cocoa Crop in Ghana 

The main cocoa crop of Ghana for the season 
1959-60 which ended on March 10 yielded 291,514 
tons, compared with 225,955 tons for the main crop 
of the 1958-59 season. Mid-crop prospects for 1960 
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are good and, if an estimate of 25,000 tons is included, 
over-all production of cocoa in the full 1959-60 season 
will amount to 316,000 tons and exceed the record 
attained in 1936-37. The Ghana Cocoa Marketing 
Board officially announced that the price to be paid 
for 1960 mid-crop cocoa will be 60s. per load of 
60 pounds (£120 per ton), the same as the price paid 
for the 1959 mid-crop and the 1959-60 main crop. 
At a press conference in New York, the Chairman 
of the Ghana Cocoa Marketing Board stated that signs 
in Ghana point to future cocoa crops of a size com- 
parable with prewar crops of about 300,000 tons per 
year. He also mentioned that, starting with the 1960-61 
crop, the Marketing Board would set up a system of 
differentials or grading in order to encourage produc- 
tion of the highest quality of cocoa. 
Source: Barclays Bank D.C.O., Overseas 
London, England, June 1960. 


Termination of Rhodesian Controls on Dollar Imports 

The Government of the Federation of Rhodesia and 
Nyasaland announced that the remaining controls on 
imports from dollar countries were abolished as of 
July 5. 
Source: The Times, London, England, July 6, 1960. 


Review, 


Financing of Tanganyika’s Development Program 

Tanganyika’s Minister of Finance stated in a press 
interview that Tanganyika has arranged a U.K. Ex- 
chequer loan of £1.5 million, to help finance the coun- 
try’s development program. The Finance Minister said 
that the program would require approximately £18 mil- 
lion over the next three years and that roughly one 
third of this amount has now been guaranteed under 
the U.K. Colonial Development and Welfare Fund. 
Local sources will provide part of the remainder, and 
it is hoped that the difference may be obtained from 
international organizations. 


Source: The Financial Times, London, 


June 28, 1960. 


England, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 








